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IN THIS ISSUE 


Contributors and Articles 


THIs MONTH STATE GOVERNMENT again presents com- 
plete texts of addresses delivered before this year’s 
meeting of the Governors’ Conference. The first, by 
Governor John W. Bricker of Ohio appears on page 
211, the second, by Governor Murray D. Van Wagoner 
of Michigan on page 213. 

GoverNok Joun W. Bricker of Ohio in “Paying the 
Bill for Defense” (page 211) outlines the progress 
which his State has made in the defense effort, and 
discusses the means by which such activities have been, 
and will be financed. The past year has brought about 
the necessity for many new economic and social adjust- 
ments, but Ohio has had machinery to meet certain 
aspects of the emergency for an even longer time. 
For example, the State Department of Aviation has, 
through its civilian training program, prepared the 
way for a more rapid training of pilots by the Army. 
Ohio has a double duty in preparing for defense, since 
it is important both as an industrial and agricultural 
State. As a consequence, every department of the 
government has found need for its services in some 
phase of the emergency. Thus far such services have 
been supplied without the levying of new taxes, as im- 
proved business conditions were reflected in increased 
yields from existing taxes. In future years, however, 
States may be hard pressed to meet their obligations in 
the face of mounting federal costs. Only through 
drastic curtailment of expenses, says Governor Bricker, 
and expansion of department functions can the States 
continue to perform adequately the tasks demanded of 
them. 


GOVERNOR Murray D. Van Waconer of Michigan in 
“Industrial Cooperation for Defense” (page 273) 
describes the experience of his State in gearing its 
vast industrial resources to the defense effort. There 
is no bottleneck in Michigan, says the Governor, as far 
as men and machines are concerned. The real proble:n 
is in getting the Army and Navy to let contracts fast 
enough, in order that industry may plan its long-term 
program of sub-contracting. Speed in defense produc- 
tion depends upon making full use of all available 
facilities, through the sub-contract method, and_ this 
involves the curtailment of consumer goods production. 
Governor Van Wagoner urges that Governors, State 
Defense Councils and state welfare organizations aid 
in effectuating, as painlessly as possible, the consequent 
industrial readjustments. He warns against the danger 
of strikes, but believes that this peril can be avoided 
through an equal sharing of profits and sacrifices by 


labor and management. 


Row.Lanp Eccer, Director of the Budget in Virginia — 


in his article “Fiscal Planning for War and Peace” 
(page 215) outlines a plan to avoid inflation now and 
post-emergency depression later, through delayed cen. 
sumer purchasing. The plan involves control of real 
wages together with control of prices. Where increased 
wages become necessary, a program of compulsory 
savings and forced loans is advocated to limit consumer 
buying during the defense crisis. This would be effec. 
tuated to some extent also by the increased taxes which 
would place the defense program on a “pay as you go” 


basis. Mr. Egger urges strict economy in all govern. | 


ment non-defense spending, and points out that a reserve 
of public works projects would greatly aid in taking 
up the employment slack which will come with the end 


of the defense program. 


SENATOR THomas C. DesmMonp of New York in his 
article “The Role of the States in Aviation” (page 217) 
points out the necessity, especially in the present de- 
fense emergency, of coordinating the States’ aviation 
control programs with that of the federal government, 
The rapid growth of aviation and the “no man’s land” 
character of the airways have made it increasingly diffi- 


cult to enforce federal rules and regulations. The 


States have therefore regulated air commerce as it 
became necessary within their respective borders. Lack 
of uniformity in the powers and duties of state aviation 


authorities from State to State have, however, retarded 


the development of aviation. Airports, for example, 
have been constructed haphazardly, and have all too 
often proved inadequate or improperly located. Senator 
Desmond believes that the States have an obligation 
to plan and unify their aviation programs so as best to 
fulfill the air defense needs of the Army and Navy. 


i. L. Orricu, Minnesota State Coordinator of Defense, 
and George L. Burr, Jr., Executive Director of the 


Florida State Council of Defense, in their articles 


“Defense Organization in Minnesota” (page 224) and 
“Defense Organization in Florida” (page 225) discuss 
the structure and programs of the defense agencies in 
their respective States. 


On The Cover 


This month's cover picture shows the administration and 
main assembly building of the aircraft division of the 
Packard Motor Car Company in Detroit, Michigan, 
now building Rolls Royce airplane engines for Great 
sritain and the United States. The Packard Company 
is typical of the peace-time industries which have re- 
cently taken their places in the front lines of defense 
production (see “Industrial Cooperation for Defense” 
on page 213). 
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A Vital Democracy 


If we are not prepared to meet whatever difficulties may 
arise in the post-defense period, we may successfully defend 
democracy now and lose it then. A vital democracy will 
master both tasks: an effective organization for defense, as 
well as a successful transition to post-defense adjustment. 
To achieve this in a democratic way will mark the final 
victory over totalitarian methods. 


HAROLD D. SMITH 
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Paying the Bill for Defense +e 
How One State Performs and Pays & ¥ 
for Its Share in the Defense Program eye 

By Joun W. BricKER 


Governor of Ohio 


may be 
our difference on 
questions of foreign pol- 
icy, this nation faces the 
task of national defense 
with united and grim de- 
termination. In building 
the bulwark of defense, 
each State as well as the 
nation has a vital part. 
I am sure that every 
Governor here approach- 
es this responsibility with 
the determination to do 
everything within his 
power to assist and sustain the national govern- 


John W. Bricker 


ment. 

The total national defense program at the pres- 
ent time approaches thirty billion dollars. If the 
cost of aid to Britain and other countries is added, 
the present program stretches to almost forty 
billion dollars. The significance of this estimate 
become apparent when we remember that it is 
comparable in size to the total war cost during 
the first World War. It becomes even more signi- 
ficant when we translate these billions into pur- 
chasing power of other commodities. Thirty-five 
billion dollars could buy for each American family 
a one-thousand dollar automobile, or this sum 
could buy a three-thousand dollar home for one- 
third of all American families. 

I do not propose to discuss the federal program 
or the responsibility for financing it. The facts 
in regard to the international situation and the 
total program of national defense are particularly 
within the knowledge and province of the federal 
officials and financial experts. In any defense pro- 
gram it is essential that every Governor recognize 
an obligation to hold himself in readiness to act 
within his sphere to the end that all local efforts 
will be coordinated with and fused into the na- 
tional program. 


So today I shall limit this discussion to the 
defense program as it involves the States. In 
this consideration I shall review what Ohio has 
done. I presume that our experience is comparable 
to that of the other States. The economic and 
social problems and their adjustments which na- 
tional defense entails are undoubtedly common to 
every State in the union. In addition, I shall 
endeavor to discuss the probable effect of the de- 
fense program and a wartime economy on some 
of the usual functions of the state government. 

A year ago a coordinator was appointed in Ohio 
to act as a laison officer between the army, which 
has its Fifth Corps headquarters at Fort Hayes 
in Columbus, and the state, county and city offi- 
cials. As a result of his efforts, representatives of 
the various interested groups throughout the State 
were called in to consider the local problems of 
defense. Since Ohio is generally conceded to be 
third among the states of the union in manufactur- 
ing materials which are vital in the national de- 
fense program, this was considered to be the first 
step. Under this plan about 30 local defense coun- 
cils were voluntarily created under the leadership 
largely of the Chamber of Commerce. 

Information was dispensed among various 
groups as to protection of industries, property, 
and utilities; preservation of peace; cooperation 
of labor and industry; protection of agriculture 
and industry from sabotage; and many other 
matters at that time beginning to become impor- 
tant. 

In addition to this unofficial program, many of 
the departments of the state government began 
laying the foundation for defense activities under 
the leadership of the federal representatives. 

The State Employment Service in the Bureau 
of Unemployment Compensation a year ago made 
its first extensive study of manpower needed to 
operate Ohio industry at its peak. I think this was 
the first State-wide survey of its kind in the 
nation, and it became the pattern for reports that 
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now flow into the OPM from every State. These 
reports, now revised every thirty days, show the 
availability of labor—skilled and unskilled—shifts 
of labor and shortages, effect of new defense 
contract awards, and mirror the results being ob- 
tained by defense training classes. 

For nearly a year now, the Employment Service 
officials have been working in closest possible 
contact with the Department of Education, the 
National Youth Administration, ten accredited 
engineering colleges, and leaders in education 
throughout the State to prepare thousands of 
young people for defense jobs. Ohio’s vocational 
training program during this year has prepared 
approximately thirty thousand persons, mostly 
young people, for defense jobs, and more than 
two-thirds of those trained have found such em- 
ployment. 

A survey was made of available plant space as 
well as useful machinery. The Manufacturers 
Association along with the railroads took the 
leadership in this survey. A continuing check is 
being made. 


CIVILIAN AVIATION TRAINING 


A small department of aviation has long existed 
in Ohio. A year and a half ago a new service was 
instituted by this department in civilian aviation 
training financed by the federal government. As 
a result nineteen hundred persons graduated in 
1940 from our colleges and other units with certi- 
ficates as civilian fliers. This year one thousand 
seven hundred and eighty more have graduated 
and nine hundred are now in training. Upon this 
foundation of civilian aviation training, the army 
can train military fliers in a relatively short time. 

Moreover, the records show that of the pleasure 
aviation craft manufactured in the United States, 
Ohio now produces about fifty percent. Three of 
the six leading pleasure craft plants of the United 
States are located in Ohio. Twenty-five cents of 
every dollar of plane construction is spent in Ohio. 
There are more top class airports in Ohio per unit 
of population than in any other State. With the 
encouragement given to this program it may be 
said that Ohio’s small department of aviation has 
given tremendous impetus to air defense without 
additional cost to the taxpayers. 

Some very tangible and encouraging results 
flow from this aviation activity. From July 1940 
to June 1941 there were 2055 enlistments in the 
Fifth Army Corps Area in the Aviation Corps, 
while the total enlistments in the First, Second 
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and Third Corps Areas were only 2706 for the 
same period. In the Fifth Army Corps Area there 
are approximately fourteen million people, while 
in the First, Second and Third there are over 
50,000,000 people. 

The Ohio National Guard was called into feq. 
eral service the latter part of last year. Before 
induction into the federal service, the state admin. 
istration placed the Guard in efficient condition, 
We are gratified to know now that the 37th Diyj- 
sion stands very high in the judgment of the army 
officials. Subsequent to the 37th Division, other 
Ohio units were inducted into federal service with 
training centers at Fort Bragg, Fort Knox, Fort 
McClelland, Camp Forrest and Fort Dix. 

Regular army enlistments in other branches for 
the Area are in about the same relation as in the 
Aviation Corps. 

Ohio occupies a strategic position in the pro- 
duction and distribution of food supplies and 
stands fourth or fifth among the States in the 
value of her agricultural products. The fertile 
agricultural areas of the State are in close prox- 
imity to the large consuming centers which are 
engaged in defense production. The Department 
of Agriculture, together with the Agricultural 
experiment Farm and the College of Agriculture 
of the Ohio State University, have been rendering 
timely service in this field. Inspectors working 
through the Ohio Bureau of Markets are giving 
special attention to the purchase, grading and 
shipping of food products packed or produced in 
the State. Increased powers were granted, in- 
spection authority extended, and standards were 
conformed to the federal requirements for the 
interstate transportation of products. Provision 
was made for a continuation of the program to 
eradicate livestock diseases, particularly Bangs’ 
Disease and tuberculosis among cattle. 


WELFARE WoORK FOR MORALE 


Mindful of the importance of morale in the 


entire program of national defense, the welfare . 


activities of Ohio have been given careful atten- 
tion. The Department of Public Welfare has 
assumed the task of investigating special cases 
of dependency and claims for exemption for the 
benefit of the local draft boards. It is also co- 
operating with the state draft officials in providing 
useful reports on mental cases involving former 
patients. Not the least among the requirements 
for morale is the comfort of the needy aged. In 

(Continued on page 219) 
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Industrial Cooperation for Defense 


Democratic Handling of Labor Problems and Equal 
Sacrifices Are Best Lubricants for Defense Machine 


By Murray D. VAN WAGONER 


Governor of Michigan 


I AM PROUD and happy 


to bring to this dis- 
tinguished gathering the 
greetings of the people 
of Michigan—a _ people 
whose industrial produc- 
tive genius, whose ability 
to deliver the goods on 
schedule, have made our 
State the machine shop 
for the arsenal of democ- 
racy. 

There are other States 
which hold greater totals 
in primary defense con- 
tracts. But when it comes to the actual shooting 
stuff for the Army and Navy and Great Britain— 
the tanks, bombers, machine guns, aircraft can- 
non, engines, ammunition, subchasing boats— 
when it comes to these key military items, the 
Detroit area does not need to take a back seat. 

Every phase of the job Michigan industry and 
labor have been asked to do is ahead of schedule 
today. Five major motor companies—General 
Motors, Ford, Packard, Chrysler and Continental 
—hold three-quarters of the State’s primary con- 
tracts. 

Nearly half of all defense work in the State is 
being done under the farm-out system, which long 
has been familiar to our mass-production indus- 
tries. Every small and medium-sized shop in 
Detroit is jammed with sub-contracts from all 
over America. Sub-contracts outnumber prime 
contracts in Detroit by 132 to one, as compared 
with a national average of 20 to one. 

And yet, Michigan labor and management want 
to do an even better job from now on. Voluntary 
mediation has stopped threatened strikes in Michi- 
gan defense industries in 13 out of every 14 
instances since January first. 

We have had only one prolonged work stoppage 
in Michigan of any serious consequence to the 


defense work this year, because both sides gener- 
ally have been willing to negotiate in good faith. 

The real defense bottleneck, in our state indus- 
tries, is that the Army and Navy have not let 
contracts fast enough, or large enough, for indus- 
try to carry its sub-contracting program as far as 
it can and should be carried. 

I have reason to believe that this is true 
throughout the nation. The Office for Production 
Management knows this problem fully, and now 
has convinced the Army and Navy there is no 
need to fear that industry will be confused if it 
is swamped with advance orders. The larger the 
backlog of unfilled contracts, the better American 
industry can plan and carry out a long-range pro- 
gram of sub-contracting for speedy filling of 
orders. 

Of the more than 40 billions appropriated for 
defense, only four billion in contracts now are 
completed or nearing completion. Our big pre- 
paredness job still lies ahead. We are moving 
faster than any nation ever before moved toward 
a strong defense. But we are not moving as fast 
as we can and must move, if we are to outrace 
the Nazi production machine in time to make our 
efforts count. Primary contractors will have their 
orders doubled in the near future, and must coop- 
erate by sub-contracting to a larger degree than 
ever before. 

Actually, the defense program to date has been 
on a hand-to-mouth basis. But even so, we are 
very near the point where mobile labor no longer 
is available. Work now must be brought to the 
worker, and to the idle machines throughout the 
nation—by sub-contracts. 

This is not to say that hysterical attacks against 
the theory of “business as usual” will solve the 
problem. Unnecessary curtailment of important 
peacetime production would only add to present 
disruption. Tax income would drop and unem- 
ployment would return in the midst of a war 
boom. 
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However, the stern fact remains that industry 
must curtail production of every civilian commod- 
ity which interferes with defense priorities over 
raw materials, labor, and manufacturing facilities. 
Peacetime production can continue, even on a 
restricted basis, only if sub-contracting is spread 
far enough. 

I have every confidence that the OPM can do 
this job right, so long as it continues to have a 
free hand over production problems. 

All of our powers as chief executives of the 
various states must be used to make this change- 
over period as painless as possible to labor, man- 
agement and the public. 

OPM has set up a Defense Contract System 
to help small industries take part in defense work. 
Offices are in the 12 lederal Reserve Banks and 
24 branch banks throughout the nation. [ach 
office has trained staffs and full information on 
exactly what is needed from potential sub-con- 
tractors. 

We Governors should see to it personally that 
our industrialists get in touch with these OPM 
agencies. It is industry's responsibility to sub- 
contract so that every idle machine and every 
available worker joins the defense job. We should 
oppose, with all our might, racial and color dis- 
criminations in hiring. 

FUNCTION OF STATE DEFENSE COUNCIL 

We should see that our state defense councils 
are made up of highly capable persons. We should 
insist that these councils actually help push the 
sub-contracting program, lay out plans for civilian 
defense, recommend action on critical housing 
and sanitation needs in new defense areas, cooper- 
ate with labor unions and manufacturers in coping 
with labor shortages, and organize and equip 
home guards. 

Our Michigan defense council is headed by an 
Army Reserve officer, and has a balanced member- 
ship of high calibre. It is not going to be just 
another state board. \We have an adequate state 
appropriation and are making good headway. 

I strongly recommend that your state defense 
councils organize industrial clinics, in cooperation 
with the Group Resources Unit of OPM. These 
clinics bring together prime contractors and po- 
tential sub-contractors and help pool the resources 
of small communities to increase the number of 
acceptable sub-contractors. 

The little machine shops with their owner- 
operators, located on side streets and in villages, 
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can be merged into larger operating units for 
really effective participation in defense contract 
work. 
fellows as well as the big fellow. 

As workers transfer from peacetime to defense 
production, there will be temporary layoffs. Our 
state labor and conciliation services should help 
labor adjust itself, and should encourage workers 
to register with state employment services for 
defense jobs. 

The Food Stamp Plan should be widely dis- 


America needs every one of those little 


tributed, to help ease family problems during this 
adjustment period. 


VALUE OF RESEARCH 


We should encourage the use of public and 
private laboratories in our States for defense re- 
search. America’s mechanical and scientific prog- 
ress is our trump card in defense. 

Men like General Motors’ Kettering, giving 
their research talents to defense, are making tre- 
mendous contributions to the preparedness pro- 
by weapons. 
Science can find substitute materials and more 
efficient and rapid processes of manufacture. 

I have been happy to note that trade barriers 
between the various States have been dissolving 


discovering . new combat 


this year, under the influence of an awakening 
feeling of nationalism. Discriminatory levies 
against the free flow of commerce and carriers 
across state lines do not make for the cooperation 
this nation needs today in maintaining its way 
of life under the stress and strain of national 
defense. 

The Michigan Legislature has authorized me to 
pledge acceptance of an oil pro-rationing agree- 
ment to match similar agreements by other oil- 
producing States. Our State recently negotiated 
a reciprocal agreement with Wisconsin regarding 
truck regulations, and our liquor control commis- 
sion has been authorized to take steps to remove 
trade discriminations on matters within its prov- 
ince. 

Up to this point, I have tried to summarize 
some of the major ways in which our state gov- 
ernments and our state industries can cooperate 
with the defense effort. 

They are all vitally essential to our defense 
program. But the paramount need in America 
today to make our defense effort successful is to 
avoid strikes so that men and machines can keep 
on working. 

(Continued on page 222) 
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Fiscal Planning for War and Peace 


A Program of Delayed Spending to Finance 
Defense and Avoid Post-War Depression 


By RowLanp EGGER 


Director of the Budget, Commonwealth of Virginia 


HE REMARKS which I shall have to offer, ad- 
) pee to financial planning for the future, 
are predicated upon a number of assumptions 
with which I think most of us will find ourselves 
in substantial agreement. Since we are likely to 
disagree about almost everything else, I hasten to 
try my hand at defining the area of non-combat- 
ancy : 

(1) Governmental finance is essentially indivis- 
ible, and it is no longer profitable, if indeed it ever 
has been, to try to think of local finance, state 
finance, and national finance in separatist and 
compartmentalized terms ; 

(2) In time of national crisis the federal gov- 
ernment has the complete right-of-way in matters 
of taxation ; 

(3) The state and local governments, under 
the leadership of the federal government, have a 
joint responsibility for conducting their fiscal and 
administrative affairs in such manner as will pro- 
mote the national defense and security, implement 
the national rearmament, and prepare themselves 
for as effective participation as possible in read- 
justment to a peace time basis of operations. 


It follows that financial planning must be simul- 
taneously attacked along two lines: first, short- 
term fiscal planning to win the war; second, long- 
term fiscal planning to avoid losing the peace. 

The July oth issue of Defense, in its statistical 
summary of progress in the defense program, 
reports that total authorizations to date come to 
$38,65 1,000,000, excluding British purchases but 
including lease-lend commitments. My private 
fortune tellers are now talking about an $8o bill- 
ion overall defense program cost, and it occurs to 
me that many months have passed since I have 
seen anything in the papers about the debt limit. 
Moreover, these figures may, in the main, be re- 
garded as reflecting a construction program—an 
investment in capital equipment—if this is not too 
great a distortion of the idea of a producer's good. 
After the ships, planes, tanks, bases, guns, forts 
and other facilities have been acquired, they must 
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be operated and maintained. Again the fortune 
tellers are murmuring of $6, $8 and $10 billion 
per annum operating expenditures. Without any- 
one committing himself on the details of things 
to come, let us admit that a tidy sum of money, 
aggregating a considerable percentage of the na- 
tional income, however high the national income 
goes, will be required to win the war. 

Obviously, if state and local governments are 
to bring their fiscal programs, both short- and 
long-run, into harmony with the imperatives of 
federal finance, some idea of the basis of federal 
fiscal policy is necessary. Several months ago, 
during the course of an extremely provocative 
conference on national defense and state finance 
at the University of Alabama, Professor Simeon 
Leland outlined a series of fiscal policies which 
he believed applicable to the various stages of the 
defense effort. He pointed out that in the early 
stages of the defense program, before optimum 
employment had been reached, defense should be 
financed in large part by loans secured to the great- 
est degree possible from idle funds. Taxes that 
interfere with consumption should be avoided, 
unemployment spread among the labor supply, 
overtime minimized, and wage rate increases kept 
down. Aggregate money wages, he felt, would 
rise first from re-employment and later from in- 
creased production and increased man-hours. Tax 
revenues would increase from the increases in 
production and employment, without increases 
in tax rates or the addition of new taxes. 

On reaching optimum employment, he proposed 
a rapid shift from loan to tax financing, and sug- 
gested that such loans as are necessary should 
come from current savings and be so sterilized 
as not to be available for credit expansion. Puni- 
tive taxes, such as severe taxation of personal 
income surpluses above living costs, selective con- 
sumption levies, etce., should be laid to curtail 
individual consumption, and to prevent individ- 
uals from bidding against the government for 


215 


ae 
Rit 
Ad 
4 
| 
| 
4 
4 
we 
a 

} 
to 

oil- 

ted 
Ing 
11S- 
ve | 

DV- 

V 
1ze 
OV 
ate 

| 
18e 

ica 
to 
ep 
2) % 
wey, 
i 


defense goods and services. Implicit in this philos- 
ophy, of course, is price fixing and, eventually 
perhaps, rationing. He recognizes the difficulty 
but does not admit the impossibility of framing 
excises which would curtail consumption without 
affecting production. On the part of state and 
local governments, elimination of all possible con- 
struction not directly related to defense would be 
called for. Most important of all, salaries and 
wages would be kept down, and such increases as 
were permitted would be sterilized to avoid com- 
petition with defense requirements. 


Post-\WAR READJUSTMENT 


It is necessary in preparing for the third stage 
of our fiscal policy, that the effects of post-war re- 
adjustment be anticipated, and that plans be laid 
for compensating their deflationary tendencies. .\ 
backlog of consumer demand and, equally essential 
of consumer purchasing power, will obviously fa- 
cilitate the transition to the ways of peace and 
reduce both its monetary and social costs. Already 
a great deal of consideration has been given to 
ways and means for curtailing or avoiding in- 
creases in purchasing power now in the hands of 
private consumers, and of bringing such deferred 
purchasing and consuming power into action at 
the time of national readjustment. John Maynard 
Keynes has proposed a highly ingenious plan for 
financing the whole cost of the war out of deferred 
wages, with very incidental assistance from the 
taxing power. Whether the idea of wage defer- 
ment on so comprehensive a scale is practicable 
or not is irrelevant; the essential analysis of the 
problem is correct. If grave economic dislocation 
is to be avoided, all levels of government must 
bend their efforts to the minimizing of activities 
which, in the present emergency, bring them, or 
permit private individuals to come, into contlict 
with the defense program’s needs for men and 
materials. Moreover, consumer demand and con- 
sumer purchasing power must be stored up for the 
future, to be loosed in a planned and purposeful 
way when defense activities may with safety and 
propriety be curtailed. 

All this is much easier said than done. It would 
be difficult enough in a unified and totalitarian 
state, and its realization in a political order domin- 
ated by federalism and damned by particularism 
is a challenge to the highest order of statesman- 
ship which this emergency can evoke. We did 
not do it in 1933-36, with the result that many 
millions of federal dollars were expended merely 
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in compensating for state and local withdrawal 
from public works construction, so that the sig. 
nificant effects of pump-priming were not only 
greatly reduced but unconscionably long delayed, 
In 1933-36 the cost could be calculated in terms 
of a few hundred millions or so that might haye 
been saved through sooner recovery if we had 
worked together. In 1941-44 the cost for the 
same failure may well be calculated in terms of 
the loss of our national liberty. Moreover, repara- 
tions and the cost of supporting a German army 
of occupation would not be inconsequential, 

There are many practical difficulties in the way 
of coordinating state and local financial opera- 
tions within the framework of what appears to 
be a fairly accurate outline of federal grand strat- 
egy. Most states and localities operate so close to 
the margin, and on such a hand-to-mouth fiscal 
basis, that cyclical financial policies except on an 
extended deficit financing basis are wholly im- 
possible. It is also true that their tax bases are 
subject to very real geographical, administrative 
and political limitations. Perhaps the most im- 
portant single barrier is the general low level of 
imaginative powers of fiscal officers ; indeed, much 
of the success or failure of our attempts to lead 
our economy along socially productive channels 
hinges on the extent to which the vision of public 
administrators is capable of rising to meet the 
challenge of our times. 


STATEMENT OF OBJECTIVES 


Some things can be done. The most important 
immediate problem is a clear and agreed state- 
ment of our objectives and the articulation of 
those objectives in terms which can pierce the 
outer defenses of even congressmen and the See- 
retary of the Treasury. I suggest a few for dis- 
cussion : 


1. A ceiling on prices—now. This country is 
drifting dangerously close to more price inflation 
than sound economic policy can tolerate. 

2. A ceiling on real wages—now. Price control 
without wage control is impossible. While there 
may be legitimate reasons for increasing the future 
purchasing power of wage earners increased pay- 
ments must, in my judgment, be sterilized so that 
they do not put added purchasing power in the 
hands of private citizens until the end of the 
emergency. 

3. A rapid shift to complete tax financing of 
the defense program. We are rapidly approaching 
the end of the initial defense period, and with it, 


(Continued on page 229) 
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The Role of the States in Aviation 


Coordination Between State and Federal is 
Aviation Regulations Vital to Defense 


By Tuomas C. DEsMonpD 


Chairman, Committee on Affairs of Cities, New York State Senate 


TATE SPENDING for airports and for the con- new Civil \eronautics Board, created on June 30, 
~ trol and development of aeronautics may 1940, by Executive Order, is definite and com- 
some day equal the tremendous amount of state plete. Also, the authority of the States over air ; 
funds spent for highways. While this is a matter travel and air commerce of a purely intrastate a ea 
for speculation, we do know that the States today —_ character has been established. However, between an 
are taking an increasingly active part in the regu- these two areas of control lies a “twilight zone” Ae 
lation and promotion of air travel. covering air traffic which while essentially intra- * shes 

Today, as the silvery winged vehicles of the air state in character is linked with interstate com- : ; s 
become of utmost importance to national security merce. The authority of the Federal Government i # 
it is especially timely to take stock of the part that and the States in this ‘“‘no man’s land” of the air- om &, 
the States are taking and should take in the control ways has not yet been clearly delineated. aise 
and development of aeronautics. 

The States have taken an active interest in the 
regulation of air travel primarily because constitu- The advance of the States into the field of avi- 


tional restrictions prevent federal regulations ation control has been accelerated by the inability 
from extending to all aircraft and all pilots. But of federal aeronautics officials to secure sufficient 


long before the Federal Government recognized financial support to enforce federal air rules thor- 
aviation as part of the transportation system in oughly. The amazing rate at which aviation is 
this country by enacting the 1926 Air Commerce developing has made it difficult for federal au- se 
Law for the regulation, promotion and develop- thorities to enforce their regulations, particularly ( = 
ment of aviation, the States had recognized the over non-scheduled flying. The States have there- | 
need for state action. Connecticut, as far back as fore deemed it advisable, in some instances, to 
1911, adopted the first measure in this country for | come to the assistance of the federal officials by 
control of aviation. adopting federal air regulations and enforcing . 
them. In some States, dissatisfaction with federal 
EXTENSION OF FEDERAL CONTROL rules has led to the adoption of state regulations. & 
Federal control of air travel has expanded In recent years, keen rivalry has developed ie 
steadily until today, by authority of the Civil among the States to encourage the location of avi- 3 as 
Aeronautics Act of 1938, it spans: ation plants and airports within their respective ie 
1. All air transportation that uses, endangers — boundaries. The lure of jobs, payrolls and added es. 
the safety of, or directly affects the vast system | commercial activity has led them not only to regu- Ye 
of Federal Civil Airways. late air travel but to promote aeronautics. 
2. All air transportation that carries, directly The first wide-spread adoption of state aviation 
affects or endangers air mail transportation. legislation followed the preparation in 1922 of a i ee 
3. Unscheduled air commerce of an interstate | Uniform State Law for Aeronautics by the Na- . a 7f 
character which operates outside of the Federal tional Conference of Commissioners on Uniform ie he 
Civil \irways or directly affects or endangers the State Laws. The uniform law was adopted by 22 
safety of this ‘“‘off-the-airways” interstate com- States. The statute was purely non-regulatory but 
merce. established the legal status of air navigation in : byt 
Over the vast network of Federal Civil Airways _ relation to the general law. At that time, it was gfe 
which cover 25,245 miles in length, 20 miles in thought that federal legislation would probably 


width and of limited height, the jurisdiction of the. cover all regulatory problems. 
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When, however, federal legislation failed to 
cover all aviation, a Uniform State Air Licensing 
Act was prepared to provide that federal licenses 
be required for all aircraft and airmen operating 
within state borders. The act has been superseded 
now by a comprehensive Uniform Aeronautical 
Code which consists of uniform statutes on air 
regulation, airports, aviation liability, airflight and 
air jurisdiction. Revision of the Code is now being 
considered by the National Association of State 
Aviation Officials, American Bar Association and 
National Conference of Commissioners on Uni- 
form State Laws. 


STATE AVIATION AGENCIES 


Today, thirty-six States have official aviation 
agencies. In twenty-four States, the aviation 
bodies are independent commissions, councils, 
boards or departments. Four States control avi- 
ation through their respective utility commissions ; 
five through their highway or public works de- 
partments; three through other governmental 
agencies. 

Powers of the state aviation agencies vary from 
State to State. The Alabama Aviation Commis- 
sion, for example, is empowered to (1) encourage 
aviation and the establishment of aviation industry 
within the State, (2) plan state airways, (3) 
consult and advise with local governments, (4) 
investigate all accidents involving civil aircraft, 
and (5) make and enforce rules and regulations. 
Arizona, on the other hand, places control in the 
Arizona Corporation Commission; regulates only 
commercial aircraft, requiring that they secure 
certificates of convenience ; but gives the Commis- 
sion no powers of construction, planning or pro- 
motion. 

Today, thirty-three States require federal li- 
censes for all pilots. Four require federal licenses 
only from commercial pilots. Seven States will 
accept either a federal or a state license from all 
pilots, while three States require a state license 
from all pilots. 

Thirty-two States demand federal licenses for 
all aircraft. Five States have made a federal li- 
cense compulsory for commercial aircraft. only. 
Six States require either a federal or state license 
for all aircraft. Four States demand a state li- 
cense for all aircraft. Only Arkansas has no li- 
censing provision for either aircraft or pilots. 

State aviation bodies are financed in nearly all 
cases from the general fund, although some States 
allocate to the aviation agency, in addition to gen- 
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eral fund appropriations, receipts from air permits 
and licenses and air fuel taxes. 

The States have concentrated largely on one or 
more of the following aviation activities : 

1. Control over safety factors. 

2. Preparation and execution of long term air- 

port development plans. 

3. Promotion of aviation and location of ayj- 

ation industries within the State. 
For the most part the States have avoided eco- 
nomic regulation of the aviation industry. 

One of the most vigorous programs of safety 
control is in effect today in Connecticut. A State 
Commissioner of Aeronautics, aided by an ad- 
visory board, is in charge of the State’s air ac- 
tivities, which include making monthly re-inspec- 
tion of all aircraft, constructing and maintaining 
of airmarkings, exercising rigid control over stu- 
dent flying, requiring flight tests for all pilots, 
providing teacher training courses in aviation for 
public school teachers, giving specialized. training 
to aviation medical examiners, requiring physical 
re-examination of pilots at reasonably short inter- 
vals, investigating all accidents more serious than 
“mishaps,” restricting airport uses according to 
their suitability, imposing high qualifications for 
limited commercial pilots, zoning airports to pre- 
vent or remove hazards of flight, investigating and 
prosecuting violations. Connecticut today boasts 
of one of the best air safety records in the country. 


New HAMPSHIRE PLANS FOR FUTURE 


An outstanding example of state planning in 
the field of aviation is that of New Hampshire, 
where the State Planning and Development Com- 
mission, with the cooperation of the State Director 
of Aeronautics, prepared in 1940 a long range 
program for the development of air transporta- 
tion facilities. Among the recommendations made 
by the New Hampshire Commission the following 
are of special interest and value to other States: 

1. A state airways system inclusive of and sup- 
plementary to the present Federal Civil Air- 
ways System should be established. 

Landing and navigational facilities to service 
_the state airways system should be devel- 


lo 


oped. 

Federal, state and municipal airport devel- 
opment programs should be coordinated by 
the State Director of Aeronautics to insure 
the execution of a comprehensive long range 
development plan. 


(Continued on page 230) 
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Paying the Bill for Defense 
(Continued from page 212) 


this area the Division of Aid for the Aged within 
the Department of Welfare is now contributing 
to some one hundred and forty thousand of Ohio’s 
aged citizens. 

The general relief problem is Ohio is waning 
and its costs are decreasing. This undoubtedly is 
characteristic of the situation in most of the 
States. It will undoubtedly result in making avail- 
able more money for other constructive programs 
which may be related to defense. 

Special efforts are being made in the field of 
public health. The Department of Health, for 
example, has assisted in the establishment and 
coordination of well organized health departments 
in every county of Ohio. These departments have 
been staffed with health commissioners, nurses, 
engineers and other workers who have been espe- 
cially trained to meet the public health problems 
incident to national defense. For many months 
the Department of Health has made studies of 
It has also made recom- 
mendations for the purpose of meeting the in- 


local water supplies. 


creased demands created in defense areas for 
adequate industrial and domestic water supply. 

When the National Guard was inducted into 
federal service, Ohio was left without an agency 
for preserving peace and protecting the citizen. 
To meet this need the legislature, which adjourned 
about two months ago, created a new State Guard 
having from one thousand to forty-eight hundred 
men. .A\t the present time we are enrolling twenty- 
two hundred officers and men in this State Guard. 
Its functions will be to preserve the peace and to 
provide protection in the case of flood, riot or any 
other disaster which might interfere with the reg- 
ular processes of civil authority. The law follows 
closely the old National Guard ct. The officers of 
the new State Guard will largely consist of officers 
of the old) National Guard who for various 
reasons were not inducted into the federal service. 
We anticipate no difficulty whatever in securing 
voluntary enlistments for any number of men 
required within the limits of the law. Training 
facilities will be provided in the Guard armories 
and at Camp Perry which heretofore has been 
used by the National Guard. All of this work has 
been and will be carried on by the regular appro- 
priations from the General Revenue ltund of the 
State. 

As an additional means of strengthening civil 


authority, our state Highway Patrol was ex- 
panded to three hundred men. Limited additional 
power was granted to the Patrol in the nature of 
police authority to arrest any felon apprehended 
on the state highway. This arm of the govern- 
ment, together with the Home Guard, will be 
exceedingly valuable in a defense emergency. 
The Patrol now operates five radio stations and 
is in constant telephonic communication with every 
police office and every sheriff's office in the State 
as well as neighboring States. The increased cost 
of this service is borne by the Highway Depart- 
ment and is paid from earmarked gasoline tax 
funds of the State. 

To the end that there mght be a proper coordi- 
nation of all defense activities, a State Defense 
Council was authorized by the recent session of 
the legislature. Its personnel will consist of the 
Governor, the Adjutant General, the Directors 
of Welfare, Agriculture, Industrial Relations, 
Health and Highways, the Administrator of the 
Bureau of Unemployment Compensation and six 
members appointed by the Governor. Provision 
also was made for the establishment of local 
defense councils upon special authorization of the 
Governor. This authority was granted to prevent 
local uncoordinated efforts. 


DEFENSE PRODUCTION AREAS 


We have in Ohio many important defense 
projects. The principal ones are the gigantic shell 
and powder plants at Ravenna and Sandusky, 
a huge new airplane engine factory at Cincinnati, 
an airplane assembly plant at Columbus, an air- 
plane parts plant at Akron, and a naval gun plant 
at Canton. In addition, there have been large con- 
tracts placed in the hands of our major industries 
for vital defense materials. These Ohio defense 
contracts now approximate six hundred million 
dollars and are being increased daily. The prob- 
lems incident to all of these projects involve 
housing, construction of highways, adequate food 
supply, suitable conditions of labor and a great 
many other matters within the jurisdiction of 
the state government. Already the Department of 
Industrial Relations and Health have been largely 
responsible for the solution of many of these prob- 
lems, one of the outstanding examples being at 
Ravenna. 

In addition to these strictly defense plants, we 
have had an enormous increase in activity at 
Wright and Patterson Fields near Dayton. Fur- 
thermore, many of our large industrial plants in 
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Ohio, particularly those engaged in the manu fac- 
ture of steel and all of its various products, are 
now engaged very largely in defense production. 
In fact, it is becoming difficult to obtain products 


from many of these plants for the ordinary or: 


normal purposes. 

The Department of Highways is now building 
state highways throughout the area occupied by 
these plants, coordinating with the existing high- 
way system of state and local roads. These proj- 
ects as well as other defense hauling have greatly 
increased the maintenance cost of our main high- 
ways. 

The Highway Department, through the State 
Highway Patrol and cooperating with the Corps 
Area Commander, has worked out a comprehen- 
sive plan for the movement of troops and military 
equipment through the State. Certain routes have 
been selected which will avoid bottle-necks, inade- 
quate bridges, traffic congestion and other obsta- 
cles which might affect the free flowing movement 
of military units. The Patrol has established 
contact with all local police authorities for the 
purpose of providing for quick and complete 
clearance of highways when troop movements are 
made. All such movements of troops are being 
escorted through the State by the Highway Patrol. 
In addition to this, arrangements have been made 
with all local County Fair Boards to provide camp 
sites on fairgrounds in any part of the State, 
should troops be bivouacked over night. 


DEFENSE HIGHWAYS 

Ohio is located at what might be termed the 
nation’s cross roads with respect to east and west 
traffic movements. We have a large number of 
extremely important roads located on the strategic 
network of defense highways. Many of these 
have been severely damaged as a result of the 
tremendous increase in trucking and heavy hauling 
during the past few months. In addition to this, 
while we do not have miliary training areas lo- 
cated in Ohio, we do have a heavy concentration 
of defense industries all of which require rather 
expensive access roads to be constructed. Approx- 
imately two-thirds of our federal aid highway 
program this year is located on defense highways. 
We have now completed plans for a number of 
additional projects so as to be prepared to take 
up and use additional federal funds for defense 
highways should the Congress act favorably on 
a Bill which is before it at the present time. In 
the meantime, Ohio is doing everything possible 
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authorized to incorporate adjacent 


to maintain properly its existing roads and to 
further develop those which may be important 
links in defense activities. These costs are paid 
from. gasoline and auto tag tax funds. 

There are many other examples illustrative of 
Ohio's defense efforts. Municipalities have been 
territories 
within the protection of their fire departments, 
Special efforts are being made by the State Fire 
Marshal to prevent fires in industrial plants. A 
guarantee of adequate water supply to industrial 
areas is being afforded through the facilities of 
state reservoirs and the old state canal system. A 
complete study of the Ohio water supply and its 
conservation has been recently authorized by our 
legislature. 

Looking into the future, the state publicity 
bureau, created for a somewhat different purpose, 
has been on a constant search for defense facil- 
ities. Natural resources which might be available 
are being noted. Inasmuch as there are valuable 
mineral deposits underlying many portions of the 
State, useful in the defense program, special atten- 
tion is being given to their development. In short, 
whether it be in the field of defense production 
or in the field of home security, every effort is 
being made by all of the agencies of the state 
government to useful part in the 
national program. 

It is important now to consider the probable 
effect of the defense program and a wartime econ- 
omy upon state and local revenues. It has been 
suggested by some of the experts that the necessity 
for increased federal revenues for defense will in 
time render the financial problems of the States 
and political sub-divisions more acute. 

To understand this problem, it is necessary to 
consider the trend of the past twenty-five years. 
During that period, the growth of the federal 
government has been almost beyond comprehen- 
At the same time, there has been a tremen- 
lor example, 


serve as a 


sion. 
dous expansion of state activities. 
state-collected taxes have increased from three 
hundred and thirty-three million dollars in 1912 
to more than three and one-half billion dollars in 
1938. During the same period, local tax collec- 
tions increased from a little more than one billion 
dollars to almost five billion dollars. To supply 
this revenue, the general property tax has been and 
still is the main source of revenue for the local 
subdivisions. But to meet their ever increasing 
obligations, the States have found it necessary 
more and more to invade new fields. This was 
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particularly true during the depression. The re- 
peal of prohibition opened up a large source of 
new revenues. Subsequent to 1932, twenty-one 
States adopted general sales taxes, and at least a 
dozen States adopted income taxes. Likewise, 
there was an increased trend in the direction of 
nuisance taxes and selective sales taxes. I mention 
these trends in order to demonstrate that the 
field of taxation open to State and local govern- 
ments has been considerably narrowed during the 
past decade. This is an important factor to keep 
in mind as we analyze the effect of a wartime 
economy upon state and local revenues. 


FINANCING STATE PROGRAM 

So far our defense program in Ohio has been 
financed without any new or increased taxes. 
Revenues have increased under the pre-existing 
tax structure because of improved business condi- 
tions and more thorough-going collection methods. 
This is a condition which is likely to be experienced 


generally during the first phase of the defense . 


program. I*xpanding employment and expanding 
national income inevitably result in a rise in state 
and local tax revenues. If these trends continue 
there will be no need for increasing state and local 
taxes unless Congress places further responsibil- 
ities upon the States, or expanded services are 
desired. 

An important question which each of us faces, 
however, involves the utilization of such addi- 
tional revenues as may result from the expanding 
tax program. Recently, Dr: Clarence Heer, Re- 
search Professor of Public Finance at the Uni- 
versity of North Carolina said, “The chief prob- 
lem confronting state and local governments dur- 
ing the first stage of the armament program will 
be how to utilize their additional revenue in ways 
best calculated to advance the paramount objec- 
tive. In this connection the advantages of tax 
reduction or of more rapid debt retirement will 
have to be carefully weighed against the claims 
of undernourished functions, such as health and 
vocational training, which are closely related to 
national defense.” A 

A continuation of present revenues from state 
taxes through 1941, however, is something which 
may not be anticipated with any degree of cer- 
tainty. This is true because an expansion of the 
federal tax program with prospective increases in 
federal taxes may very likely make serious inroads 
I shall mention in 
passing but a few sources of state revenue which 


in state and local revenue. 


may be materially curtailed in the future. 

A majority of the States, including-Ohio, have 
a sales tax in one form or other. Ohio’s sales tax 
revenues are now soaring due largely to the buying 
of automobiles, household appliances and other 
items in anticipation of higher prices. The result 
is that needs for the next year or two are now 
being anticipated and satisfied. The imposition 
of priorities as well as increases in federal excises 
may materially curtail next year’s sales tax rev- 
enues. Increase in purchasing power will be offset 
by sales of defense stamps and bonds, and also by 
the proposed increase in federal income taxes. It 
has been advocated by the Treasury Department 
that the federal income tax should be amended so 
as to produce an additional one and a half billion 
dollars from individuals alone in 1942. This will 
reduce Ohio’s individual purchasing power more 
than ninety million dollars next year. 

In liquor revenues, we are undoubtedly con- 
fronted with a loss. The proposed additional tax 
of one dollar per proof gallon will mean that Ohio 
will have to increase its gross business in 1941 by 
six million dollars, or to a total of sixty-four 
million dollars, to derive the same profit made in 
1940. Substantial increases in the price of liquor 
mean increased operating cost of administration 
to combat revived bootlegging activity, thus low- 
ering profits. 

In the field of state inheritance tax revenues, 


‘Ohio and some twenty-five other States will be 


confronted with curtailment as a result of the 
present proposed increase in the federal estate sur- 
tax which in such States must be deducted before 
computing state inheritance taxes. 

Gasless Sundays, if they come, will affect gaso- 
line and liquid fuel taxes, primarily used for road 
building and maintenance, but in a limited way 
used for general revenue fund purposes. Reason- 
able estimates place the loss from this source in 
Ohio at from five to ten million dollars annually. 

State and local governments will find it more 
and more difficult to keep their existing standards 
of service and to keep their salary and wage scales 
in proper relationship with private employment. 
That, you will recall, was a major problem during 
the last war. Higher salaries or less efficient 
public employees may soon confront us. 

Should the States be confronted with a decrease 
in local revenue, Ohio and the other States, I am 
confident, will meet the issue. The first effort will 
be in expanding the function of the present de- 

(Continued on page 227) 
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Industrial Cooperation 
(Continued from page 214) 


I look on this defense program as the greatest 
engineering and production project ever under- 
taken by any people, and one that demands every 
bit of drive we can summon. 

We are in a battle of civilian production today, 
against the Nazi total-war machine, which em- 
ploys 25 civilians behind the lines for every front- 
line soldier. 

Many natural economic laws go haywire during 
such an emergency, and must be temporarily dis- 
carded for a system of controls. The people are 
called on to make sacrifices, which means that 
they must not stand too hard on their rights and 
liberties. Modern war is not won by expeditionary 
forces. It is won by domination of the sea and 
the air. This puts the main job up to civilian 
production. 

So this defense job is primarily a practical job 
of engineering. The thing that counts is the 
hard reality of getting results. 

A lot of undesirable developments crop up dur- 
ing such critical times. If we take things as they 
come, and keep our eye constantly on the fact 
that work is what counts today, we can make 
progress. 

My first concern in every strike has been to take 
no action which would intensify the bitterness or 
spread the scope of the conflict. After trying. to 
narrow the dispute and calm the hot tempers, I 
have sought to lend every assistance to bringing 
both sides together for open-minded discussion of 
the real issues. 

Getting the top-ranking officials of the Ford 
Company and the union together for discussion 
around the conference table paved the way to 
settlement of the ord strike this spring. 

Unless there is a meeting of the minds, no 
strike settlement can be lasting and satisfactory. 
There was a meeting of the minds in the Ford 
dispute, and the contract recently signed by the 
company and the CIO proved the value of this 
method. 

In a few strikes, where agreement seemed im- 
possible and the strike seriously affected public 
interest, I have made a public appeal for both 
sides to support a fair compromise, and public 
opinion did force both sides to agree. 

Compulsion, other than that of an informed 
public opinion, however, is not the Democratic 
or desirable way of avoiding or settling strikes. 
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This fact has been recognized by James Kemper, 
president of the United States Chamber of Com. 
merce. In his keynote address at the annual meet. 
ing of the organization several months ago he 
said: “Legislative compulsion never yet has 
worked satisfactorily in settling strikes’; and his 
second statement: “Now, as never before, this 
republic of free men must be guarded againgt 
eventual supremacy of the State.’’ I believe most 
of us agree with Mr. Kemper. 

Now let us apply those statements to defense 
strikes. In the first place, we know that a walkout 
in a key defense plant could cripple defense and 
endanger the life of the nation. In time of 
national emergency, government drafting of labor 
is justified—but only under terms that no thinking 
person can possibly endorse except as a last resort. 

We saw that last-resort action taken recently 
in California, when the Army took over a struck 
plant. The action was justified under the circum- 
stances. But under such conditions, labor loses 
its right to bargain over wages and grievances, 
and management is handicapped in running the 
plant. 


MepIATION Boarp MetTuop 

Suppose we consider a less drastic action, such 
as using [Federal mediation board decisions as 
arbitrary. That too is justified in an emergency, 
if other methods of settling disputes fail. But 
in all such cases, democracy is no longer in opera- 
tion. The state is supreme. 

Once government passes laws or takes actions 
restricting or removing labor’s right to strike, it 
weakens or destroys labor’s only bargaining pow- 
er. It takes sides, on the assumption that labor is 
always to blame in a dispute. It takes the first 
big step toward regimentation of one phase of our 
economic life, and of necessity must take the 
second step—tregimentation of industry—to bal- 
ance the economic scales. 

This is no theory. Any proposal to restrict 
labor’s right to strike has no chance for enforce- 
ment unless industry also is drafted, and its prof- 
its and voice in its own management also are 
curbed. This is the history of every nation which 
ever lost democracy through internal regimenta- 
tion. We need men on the job today. 

This is the crux of the whole defense program. 
We have the materials, we have the machines, we 
have the brainpower, we have the labor resources. 
But if men are not willing to work for defense, 
we have nothing. 
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And.the compelling fact is that in a democracy, 
men are willing to work if they get fair play—if 
the benefits and sacrifices of defense are distrib- 
uted fairly. 

Fair play is the only oil that will lubricate the 
defense machine. [Equal sacrifices, or no sacri- 
fices, are the alternatives facing us. 

The problem goes deeper than any law, or any 
armed force, or any power of public opinion, can 
penetrate. It goes right to the very marrow of 
Christtan principles of charity, understanding, 
tolerance, and patience. 

We still have free enterprise and the profit 
system in America. We have them in defense 
work. We believe no other basic system works 
as well. We want to keep free enterprise and the 
profit system. \Ve don't believe that any form of 
totalitarianism can work, economically or socially. 

We believe initiative and natural talents should 
have free play, and that he who strives most 
should gain most. We believe in rights of prop- 
erty and rights of individuals, and we deny that 
workers should dominate the distribution of 
profits. That denies the rights of property. 

But workers also have rights which they often 
cannot enforce except through strikes: The right 
to wage adjustments when costs of living rise, to 
a voice in working conditions, the right to organ- 
ize, the right to a share of increased profits. 
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None of these rights is as important as the 
nation’s supreme right to defend itself. These 
rights will be lost permanently if our democratic 
system falls. We want management and labor to 
settle their private disputes privately. If they can- 
not, Government has a duty to the public welfare 
to decide what is best and to carry out that deci- 
sion, 

Whatever evils we may have under our present 
system, they are nothing in comparison to the 
evils under the system now threatening the whole 
world. When either side refuses to be reasonable 
in a labor dispute today, they are being deliberate 
or unknowing allies to a system that threatens all 
labor, all capital, all liberty, all that we in America 
believe makes life worthwhile. 

We insist rightly that labor must use every 
peaceful means to settle disputes before striking. 
But management owes an equal obligation. An 
employer who refuses to recognize his workers’ 
independently chosen bargaining agents, or to 
deal with them in good faith—such employer is 
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himself to blame for any strike that results, 
whether or not the public or the press know the 
facts. 

We can avoid strikes by insisting that both 
sides negotiate with each other in good faith. But 
the big question is, how can we guarantee to labor 
that its complaints will be heard in good faith, if 
we ask labor to refrain from using its only bar- 
gaining power—the right to strike? 

Well, I want to outline a pattern of action, 
which, if both sides voluntarily bind themselves 
to follow in defense disputes, I believe will allow 
labor to refrain from enforcing its strike threats 
in defense industries today. I offer a four-point 
plan : 

First, management would agree to bargaining 
elections in disputes where labor representation in 
negotiations is an issue. Management would agree 
to help speed the elections. 

Second, where a bargaining agent is established 
but a deadlock in negotiations or mediation threat- 
ens a strike, I would ask labor and management to 
submit their points of dispute to arbitration, and 
agree on the form and personnel of arbitration. 
To avoid undue hardships on either side, a 30-day 
limit would be set for reaching an arbitration ver- 
dict of all disputed points, unless both sides agreed 
to a different time limit. 

Third, management would consent to make any 
benefits labor received from the final agreement, 
retroactive to a date which would be set by agree- 
ment or as a part of the arbitration proceedings. 
Labor benefits would be retroactive to the time of 
expiration of the former contract, in cases where 
the dispute involved terms of a new labor con- 
tract. 

l‘ourth, in cases where labor contracts already 
exist, I would ask labor and management to notify 
the state conciliation service 30 days before the 
contract expires, if either side intends to ask a 
change in terms of a new contract, or if either 
side opposes a new contract. Where state con- 
ciliation services do not exist, they would notify 
the lederal service. 

In such cases, mediators could become inter- 
ested in negotiations before a strike threat looms, 
and could offer such services as might be deemed 
in the public interest. 

‘A strike notice is a declaration that peaceful 
negotiations have broken down, tempers have 
reached a high point, and that mediation must 
start under added handicaps. The best method is 

(Continued on page 227) 
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Defense Organization in Minnesota 


‘By E. L. Otricu 


Minnesota State Coordinator of Defense 


| ie JUNE, 1940, influenced by the impact of 


international chaos upon American defense, 
Governor Stassen appointed the writer as State 
Defense Coordinator of Minnesota, with full 
authority to coordinate and utilize the existing 
branches and agencies of the State’s government 
to meet the needs of the National Defense Pro- 
gram; to cut red tape, simplify procedures, coor- 
dinate activities, and relax state departmental 
regulations which might interfere with defense 
orders. 

When, a short time later, the Division of State 
and Local Cooperation of the National Defense 
Advisory Commission indicated the desirability 
of establishing in the various States sub-commit- 
tees on 

Agricultural Resources and Production 

Civil Protection 

Health, Welfare, and Consumer Interest 

Housing Works and Facilities 

Human Resources and Skills 

Industrial Resources and Production 
presently existing state agencies were used to 
carry out this program. [or example, the Com- 
mittee on Agricultural Resources and Production 
used the following state departments to carry out 
the wishes of the Council of National Defense: 

The Department of .\griculture 

Live Stock Sanitary Board 

Department of Conservation 

Board of Grain Appeals 

Railroad & Warehouse Commission 

Department of Rural Credits 
all of them regularly constituted, existing state 
agencies, headed by experienced state officials with 
competent and adequate staffs. 

In June, 1941, in order to deal with the con- 
stantly heavier demands resulting from the tre- 
mendous acceleration in the nation’s program, 
certain changes, or more accurately, extensions 
of organization and personnel were made. The 
original framework was supplemented by the 
addition of a State Defense Council, composed of 
members of the various state departments who 
have complete jurisdiction over, and responsibility 
for, one or several of these sub-committees. 
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The original sub-committees on Health, Wel- 
fare & Consumer Interest, and Housing Works 
and Facilities were merged into one “Committee 
of Health, Welfare, Housing, and Consumer 
Interest,” under the chairmanship of Mr. \W. W, 
Finke, Director of the State’s Division of Social 
Welfare. Mr. Victor Christgau, Director of the 
Division of Employment and Security was made 
chairman of a new Committee on [E-mployment, 
assisted by representatives of employers, employ- 
ees, and the public. .\ Committee on Military 
Affairs was formed under the direction of Lt. 
Colonel J. E. Nelson, Acting, the Adjutant Gen- 
eral for Minnesota. It was under Colonel Nelson's 
direction that the 4,000-strong Minnesota Defense 
Corps was organized, completely staffed, equipped 
and uniformed, and took over when the Minnesota 
National Guard was called into service. 

The Committee on Civil Protection has as its 

chairman Mr. [Eldon Rowe, Superintendent of 
the Minnesota Bureau of Criminal Apprehension, 
who has as assistants and advisors, representatives 
of the urban and rural police, the Fire Depart- 
ment, the Attorney-General’s Office, and the De- 
partment of Conservation. 
Human 
Resources and Skills is Mr. H. C. Schmid, .\cting 
Director of Vocational Education for the State. 
He is assisted by the State Supervisor of Trade 
and Industrial 
Apprenticeship Training, and an advisory com- 
mittee composed of twenty-four educators, busi- 
ness men, representatives of labor and industry, 
and of the state departments dealing with the 
problems of both. 

The Committee on Agricultural Resources and 
Production is headed by Mr. R. A. Trovatten, 
Commissioner of Agriculture for Minnesota, who 
is assisted by an advisory committee composed of 
representatives from the Department of Agricul- 
ture, from rural cooperative organizations, and 
the University of Minnesota’s School of Agri- 
culture. 

Mr. J. 


Minnesota Resources Commission, is chairman of 


The Chairman of the Committee on 


Education, and the Director of 


Miller, I¢xecutive Secretary of the 


(Continued on page 226) 
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Defense Organization in Florida 


By Greorce L. Burr, Jr. 


Executive Director, Florida State Council of Defense 


x NOVEMBER 1940, by special commission 

from Governor Ired P. Cone, and concurred 
in by Governor-[lect Spessard L. Holland, the 
State Defense Council of Florida was created to 
direct a concerted effort leading toward total pre- 
paredness for the defense of Florida and the 
nation. Governor Holland, in his inaugural ad- 
dress, repeatedly emphasized the place that pre- 
paredness would play in his administration. The 
pressing problem before the people of Florida, 
the Governor pointed out, was the preparation 
for defense to which the State's citizens, due to 
Florida's geographical shape and location, would 
have to devote time and energies. Prophetic stress 
was placed upon the unusual importance of Ilor- 
ida in the program of national defense. Florida, 
like an index finger, occupies a position of stra- 
tegic importance, pointing, as it does, toward the 
Panama Canal, Central and South America and 
the various approaches to the Gulf of Mexico. 

As a veteran of the World War, Governor 
Holland was fully conscious of the necessity of 
shaping a Defense Council free from the slightest 
touch of politics. 

On January 30, 1941, presiding for the first 
time as Chairman at a meeting of the State De- 
fense Council, Governor Holland stressed again 
that he would make state defense preparations a 
major objective of his administration, and that 
he, as Governor, would back the Council to the 
limit in forming a state-wide chain of civilian 
defense efforts. 

The Governor’s announcement that the State 
Defense Council would determine priorities on 
defense roads is but one of the many indications 
he gave that the Defense Council is expected to 
perform as an active and effective agency to 
coordinate properly all civil activities imto a plan 
for state preparedness integrated with national 
defense programs. 

From its very beginning, the civilian defense 
movement in Florida has been on a non-political 
basis. Not only were the members of the State 
Defense Council selected without regard to polit- 
ical affiliations, but in the formation of county 
councils the non-political aspect of membership 


was stressed. In forming county and local defense 
councils, Governor Holland invited to meetings 
held in each Congressional District representative 
groups of citizens. Those invited comprised a 
good cross-section of the population of each 
county. 

At such meetings the state program for defense 
was explained in detail by officers of the State 
Defense Council and plans were made for organ- 
izing county and local councils throughout the 
State. Leaders present at the meetings returned 
to their communities to call together representa- 
tives of all local civic, fraternal, political and 
patriotic organizations for the purpose of estab- 
lishing defense councils and units. 

The functional Divisions of the State Defense 
Council were duplicated by similar Departments 
created under the newly formed county and local 
councils except in some communities where a 
Division or Divisions would not be appropriate. 
The programs of the State Defense Council, and 
consequently of the county and local defense 
councils, are guided by chairmen of the twelve 
Divisions into which the state program is divided. 
Such Divisions and their basic functions are: 

1. AGRICULTURE; under which the State’s wide- 
spread farm production is being geared to defense 
needs with plans being carried out for emergency 
organizations. 

2. CiviL PrRoTecTION; under which military 
units and trained volunteer deputies for law en- 
forcement officers are organized, and plans per- 
fected in cooperation with various military forces, 
for defense against air raids and sabotage. 

3. FINANCE AND BupbGET; under which finan- 
cial arrangements for defense organization and 
government financial projects, such as the sale of 
defense stamps and bonds are being handled. 

4. Foop; under which provisions are being 
made for adequate local supply, storage and pres- 
ervation of basic food stuffs required to feed the 
population during any emergency. 

5. HeaLttu aNp HoustnG; under which emer- 
gency housing facilities and their incident prob- 
lems are studied and programs formulated. This 
Division is also charged with setting up first aid 
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stations and has in the process of preparation 
detailed plans for hospitalization, sanitation and 
health control, especially in defense and canton- 
ment areas. 

6. HoME AND COMMUNITY SERVICES; under 
which programs are being carried out in all sec- 
tions of the State in the fields of nutrition, home 
gardens and home preservation of food, consum- 
er’s interest, clothing supply and salvaged mate- 
rials, and recreation. This Division was primarily 
responsible for the success of the recently con- 
ducted aluminum recovery drive. 

7. INDUSTRY AND MATERIAL 
under which plant capacity and industry materials 
of the State are at the present time being surveyed 
and this information made available for use by 
existing agencies in the interest of national de- 
fense. The activities of this Division 
grouped as: new industries, expansion of present 
industries, contracts and sub-contracts for pres- 
ent industries, and surveys. 

8. INFORMATION, EDUCATION AND MORALE; 
under which a Publicity Department, a Speakers’ 
Bureau, and educational committees are cooperat- 
ing in advancing the defense programs and Pan- 
American relations. This Division is also charged 
with the study and combating of subversive prop- 
aganda. 

g. LABOR AND PERSONNEL; under which the 
statewide volunteer registration program enlisting 
the aid of more than one million citizens was held. 
This Division is charged with supplying to the 
various Divisions such personnel as may be needed 
to carry out defense programs. It also assists in 
the training and placement of workers within the 
State. 

10. POWER AND FUEL; under which Division 
plans and solutions of the major objective to 
insure against the shortage of power and fuel in 
Florida, are being submitted to various councils 
for activity. Surveys and studies are at present 
being undertaken to determine the feasibility of 
erecting various lines for the transmission of 
electrical energy out of this State. 

11. TRANSPORTATION AND COMMUNICATIONS; 
under which facilities and equipment for air, land, 
and water transportation have been cataloged and 
made available for normal defense or emergency 
use. The telephone, telegraph and radio facilities 
of the State have been surveyed and organized to 
meet communication needs occasioned by an emer- 
gency. 

12. WATER SUPPLY AND FIRE PROTECTION: 
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under which Division surveys have been cop. 
ducted to determine the adequacy of water supply 
in various communities. Volunteer fire fighters 
and professional fire fighters are being trained jn 
modern fire defense methods under this Division, 

In defense legislation, Florida is a leader among 
the States of the nation, both as to number and 
aggressiveness of the legislation enacted. Foyr 
major bills were passed by the recent legislature. 
These bills were designed to establish the Defense 
Council by legislative formality, and to provide 
for its expenses; to establish the llorida Defense 
Force as a military unit to replace the National 
Guard, and to provide for its maintenance ; pro- 
vide severe penalties for sabotage directed against 
defense facilities or productions; to regulate the 
storage and handling of explosives. In addition 
to these acts the legislature passed some twenty 
bills, dealing with various phases of the civilian 
defense program. 

It is expected, eventually in Florida, that all of 
the citizens who volunteered services in the recent 
registration will be given an opportunity to par- 
As the programs 
develop from day to day, this hope is gradually 
being realized, particularly since the citizens of 
Florida realize more fully than ever before the 
important part that Florida is to play in the pro- 
gram of national defense. 


ticipate in defense programs. 


Defense in Minnesota 
(Continued from page 224) 


the Industrial Resources and Production Com- 
mittee, with representatives from labor and in- 
dustry, the State Highway Department, consult- 
ing engineers, etc. 

In this manner, the work of furthering the 
Government's program is delegated to those who 
are best able to handle it, who are thoroughly 
familiar with the subjects in question, up-to-the- 
minute in their methods of dealing with them, 
and with complete facilities for such work. In 
Minnesota, the defense activity is regarded as a 
proper duty of the various state branches, to be 
absorbed into the work of the State’s agencies 
and departments, without the necessity for creat- 
ing additional machinery to handle it. 

Local committees have been established in all 
the cities of the State with more than 10,000 
population; chairmen have been selected, and 
these, in turn, are enlisting the aid of public- 
spirited citizens in the formation of a committee, 
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a member of which (actively, or ex-officially ) 
is the mayor. In communities of less than 10,000 
population, a modified form of “county” organi- 
zation is in effect, with the chairman of the county 
board a member of the committee, and a chairman 
selected from among the citizens of the commu- 
nity. 

The State Defense Coordinator in Minnesota 
serves without compensation, being one of the 
so-called ‘“‘dollar-a-year’”’ men. Likewise, the chair- 
men of the committees and their assisting officials 
will continue, as they have done in the past, to 
assume their additional duties without additional 
compensation. ‘The same is true of chairmen and 
members of local councils. Office space has been 
provided in the State Capitol. The additional 
office expense incident upon the defense work is 
met by the budgets of the various state depart- 
ments. 

Minnesota's defense organization is entirely 
the result of [’xecutive action, and no bills have 
been passed by the state legislature with regard 
to the operation of defense measures in the State. 


Paying the Bill for Defense 
(Continued from page 221) 


partments. Because of the tremendous needs of 
money for the federal government, a double duty 
is placed upon every state government in the 
union. That duty is first to keep the cost of state 
government at the lowest possible point consistent 
with good public service. \We must practice the 
strictest economy in non-defense activities to 
enable our citizens to meet the burden of defense 
taxes. We have the duty to insist that the federal 
government adopt the same policy. 

In the second place, it is our duty to preserve 
and perform all of the prerogatives of state and 
local government. .\ny curtailment of the regular 
functions of the State would give a ready reason 
for a further expansion of the powers of an 
already greatly centralized and expanded federal 
government. That for the general good must not 
happen. We are definitely committed to,a pro- 
gram of no new taxes nor increased taxes except 
as a last resort to meet the emergency. Ohio’s 
effort at this time will be in using the established 
departments to carry out the defense program. 
Their powers are generally adequate and the per- 
sonnel able. I find them anxious to do the job. 

A strengthening of the power of the States, 
upholding the arm of local government, would be 


more helpful to the federal program than anything 


that could come to pass. But it would do even | 


more. It would inspire the people’s confidence in 
the institutions of government. It would preserve 
the citizens’ interest in and close relation to his 
government. It would preserve local initiative, 
self-reliance, and cooperation. With such a pro- 
gram the Republic is secure. 


Industrial Cooperation 
(Continued from page 223) 


to try to stop the war before it is declared. 

I think the overwhelming majority of workers 
and employers realize today the need for halting 
defense strikes, and will support some workable 
method of cooperation that calls for equal sacri- 
fices, and that will not make the State supreme 
over both management and labor. 

Cooperation with government for defense and 
not domination by government for defense is the 
solution we are after. 

The program I have outlined can work only if 
the overwhelming majority on both sides agree to 
bind themselves to it in defense work. If they do 
that, the majority, plus public opinion, can hold 
the minority in line. 

\We are not agreed in America today as to ex- 
actly what constitutes a satisfactory compromise 
between the rights of labor and the rights of man- 
agement. There is a conflict of interests, although 
in the end the interests of both sides are the same, 
and neither can profit without the other. 

Because there is no clear-cut formula for set- 
tling labor disputes, we cannot take such matters 


to court for satisfactory settlement. But we be- 


lieve in the theory of courts and impartial justice. 


Is it too much to ask both sides, that in this 


emergency they submit their interests to impartial 


judgment by arbitrators of their own choosing if 


they cannot reconcile them without strikes ? 


Is it too much to ask that they accept this plan, 
or some similar plan which offers them a fair 


hearing ? 


If this is too much to ask, I would like to know 
why? If some such method as this is not adopted, 
so far as I can see we face only the alternative of 
drastic federal action against both sides in strikes 


which threaten to cripple national defense. 


I offer this four-point plan in the spirit of an 
engineer who is hunting a good slide-rule for use 
in licking a tough problem. I invite your com- 


ments. 
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CONFERENCES OF STATE OFFICIALS 
—— 
Secretaries of State Hold Meeting in A program of scenic tours and special entertainmen ) 


for the Secretaries and their families was provided by 
California’s Secretary of State, Paul Peek. Of par- 
ticular interest was a specially conducted inspection | 


sociation of Secretaries of State, held in Los Angeles tour for the Secretaries of the Lockheed Aircraft Com. 
pany, which is engaged in building planes for the na. 


from August 27 to 30, provided an opportunity for , , 
tional defense program. 


thorough exploration and discussion of a number of | 

The final business. sessions of the meeting were cop. 3 
of the nation and the States. ducted on the Island of Santa Catalina off the California 

coast. | 


California 


Tue Twenty-Fourth Conference of the National As- 


problems basic to the economic and political welfare 


Of major public interest were topics relating to the 
licensing and regulation of corporations engaged in : 


interstate commerce, legislation for the control of trade Attorneys-General to Meet in | 
and the problems involved in estab- Indianapolis 
lishing effective election administration and procedure ) 
in the States. Tue rapid development and far-reaching changes in 

The state officials in charge of the chartering and the field of constitutional law during the past decade 
licensing of corporations discussed possible congres- and the important problems of law arising from the go 
sional action in providing for the federal licensing of defense emergency will provide the headline topics of ar 
corporations doing interstate business. This question the program of the Thirty-Fifth Annual Meeting of th 
provoked some of the most spirited discussion in the the National Association of Attorneys-General. The | 
Association's history. The Association's standing Com- conference will be held in the House Chamber of the - 
mittee on Corporation Registration, headed by Miss State Capitol at Indianapolis, Indiana, on September qv 
Sophia M. R. O'Hara, Secretary of the Commonwealth 29th and 30th, according to a recent announcement by lit 
of Pennsylvania, reported its views on the importance Attorney-General Earl Warren of California, President el 
of the retention of the control of corporate chartering of the National Association of Attorneys-General. vil 
and licensing by the several state governments. Fol- The meeting will be held, as usual, in conjunction 
lowing the Committee’s report, four prominent mem- with the annual convention of the American Bar As- tie 
bers of the California Bar Association conducted a sociation. Invitations to the Attorneys-General con- an 
symposium on various aspects of the problem. ference have been sent to the chief law officers of all. i 

Another federal-state matter which was thoroughly States, and, because of the central location of the = 
explored by the Secretaries had to do with the authority meeting place, an even larger attendance than usual is | de 
to regulate trade mark registration. Certain organiza- expected. lat 
tions of business men have been advocating federal At the first session on Monday afternoon, September | wi 
enactment to control such registration throughout the 29, following the convention of representatives of the Wi 
nation. Robert A. Gray, Secretary of State of Florida American Bar Association, a.symposium on “The Su eff 
and Chairman of the Association’s Standing Commit- preme Court Reinterprets the Constitution” will open en 
tee on the Registration of Trade Marks, discussed the discussion of current trends in constitutional law. se 
problem from the point of view of the States, and The second session of the conference will be devoted 
outlined desirable steps which the Secretaries might to a discussion of the responsibilities of the States in sas 

: take to provide more adequate regulation by the States the development of the national defense program dur- 
themselves in this important field. ing the emergency. The great variety of legal prob- 

Practical suggestions for the improvement of publica- lems which have arisen in States throughout the coun- 
tions issued. by the offices of the various Secretaries try will be reviewed and commented upon by the At | 
of State were included in the report of the Committee torneys-General attending the session. 
on Publications submitted by Mrs. Belle Reeves, Secre- At the luncheon on Tuesday, September 30th, Francis 
tary of State of Washington. A number of changes in siddle, Solicitor General of the United States, will | 
state election procedures to meet the increasing elec- address the meeting on the subject “Law Enforcement | 
toral problems of the States with both urban and rural in our Civilian Defense Program.” | 
populations, as well as the emergencies engendered by The impact of the recent United States Supreme 
the extensive transfer of residence by both civilian Court decisions on state and local governments will | 
defense workers and army personnel were advocated be discussed at the Tuesday afternoon session in two 
by Mike Holm, Secretary of State of Minnesota and addresses: “The Future of States and Cities in our | 
Chairman of the Standing Committee on Election Pro- Governmental Structure,” and “The Effect of the New | 
cedure, in his presentation of that Committee's report. River. Case.” 
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Fiscal Planning for War and Peace 
(Continued from page 210) 


an end to the time when deficit financing is justi- 
fable. Additional taxes and increases in the rates of 
taxes now levied should aim deliberately at the cur- 
tailment of private purchasing power. 

4. The institution of a drastic system of com- 
pulsory saving and forced loans, not primarily for 
revenue but to control private purchasing power. 

5. Drastic curtailment of payment in cash or 
other unsterilized form of farm parity and other 
subsidies not in the nature of subsistence guar- 
antees. 

6. Development and implementation of effective 
machinery for continuing clearance among federal, 
state and local fiscal agencies which will assist in 
keeping the tracks clear for Uncle Sam, but which 
will permit necessary state and local freight to 
move in the interim. 


These, obviously, are policies which the federal 
government alone can put into operation. They 
are essential to the national defense. Although 
their short-run effects may be restrictive of cer- 
tain types of state and local action, and may re- 
quire some considerable planning and perhaps no 
little hardship at the moment, their more remote 
effects will be in the interest of sounder and more 
vital state and local government. 

Under federal leadership, the States and locali- 
ties must be prepared to take a very enlightened 
and long-term view of their problems. They must 
surrender many temporary advantages which the 
defense program has produced, and defer to a 
later date many expansions and improvements 
which now, for the first time in many years, are 
within their power, at least as long as the defense 
effort is sustained, to finance from current rev- 
enues. Some of the policies which prudence would 
seem to demand be adopted by state and local 
authorities on a nation-wide scale are: 


1. A virtually complete cessation of all non- 
defense public works; 

2. A stiff policy against wage increases in the 
public service, which is a truly heroic undertaking 
by a government in times of rising revenues; 

3. The establishment and protection of largé re- 
serves from current surpluses, and the avoidance of 
expansion in recurrent obligations such as: those 
for maintenance and operation ; ; 

4. The extensive use of police and regulatory 
powers to prevent supply constrictions, so that 
price controls may be more effectively administered 
with general public support; 

5. The repeal of trade barriers and price main- 
tenance laws; 


6. The exercise of optimum powers to prevent 
credit expansion in quarters not readily suscepuble 
to federal control; 

7. The complete restudy and replanning of taxa- 
tion and revenue systems, in collaboration with the 
federal government, so that swift action in accom- 
modation of tax measures to economic readjust- 
ment at the end of the defense effort may be fa- 
cilitated ; 

8. The development of a comprehensive reserve 
of public works and public service. projects, and the 
pre-planning of such projects to facilitate quick 
starting of actual operations when economic condi- 
tions require; 

9g. The development of facilities for a thorough 
reappraisal of administrative methods and pro- 
cedure, administrative organization, and the gen- 
eral fitness of administrative institutions to per- 
form efficiently and economically the large tasks 
which will fall upon them both in the emergency 
and in the post-defense readjustment. 

10. The implementation of facilities for s‘ate 
and local physical and social planning, so that ‘he 
post-defense program can be devoted to truly pro- 
ductive and socially desirable programs of public 
works and public services, and leaf-raking aud 
muck-racking minimized. 


RESPONSIBILITY OF ALL 


There are many other lines along which federal, 
state and local government. must develop coor- 
dinated policies if the emergency is ‘to be deci- 
sively faced, and each of the proposals I have 
listed is susceptible to almost limitless embroider- 
ing and embellishment. Certainly, it is clear from 
even this elementary outline of the area of impera- 
tive coordinate action that cooperation calling for 
a high order of administrative skill and integrity 
at all levels of government is demanded in full 
and unstinted measure. The time has come to 
forget about states’ rights and local autonomy, 
and to remember states’ duties and local responsi- 
bilities. The defense of the Anglo-American way 
of doing things, and the maintenance of the 
Americas for those who love liberty and respect 
the dignity of man are of vastly greater import- 
ance than the preservation of existing patterns of 


political power in Raleigh, or Richmond, or any- 


where else. 

The challenge of our generation is to the imag- 
ination of those to whom the management of our 
federal, state and local governments are entrusted. 
Let those of us called on to serve obscurely in 
the rear ranks of the public service in this emer- 
gency take care that our trust is not betrayed by 
small vision, small thoughts, or small actions. 
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States in Aviation 
(Continued from page 218) 


4. Every community in the State should con- 
sider its relationship to the state airport de- 
velopment plan and, where aviation facilities 
are justified, should cooperate with the State 
Director of Aeronautics in preparing de- 
tailed plans and carrying out their develop- 
ment. 

The Director of Aeronautics should coordi- 
nate the development of airports and landing 
fields with the plans of adjoining States, in 
order to prevent wasteful duplication of such 
facilities along state boundaries, and should 
have authority to carry out such cooperative 
arrangements with proper out-of-state agen- 
cies. 

6. Plans for the development of the state high- 
way system should be studied with regard to 
adjustments necessary to provide adequate 
access to all landing areas in the state air- 
port development plan. 

No State has as yet developed an integrated pro- 
gram for the encouragement of aviation generally, 
or for the location of aviation companies within 
its borders. However, many are beginning to exert 
an appreciable part of their efforts in this direc- 
tion, and a spirited rivalry is starting among some 
of the States for the promotion of air travel and 
encouragement of aviation concerns within their 
boundaries. 


SUGGESTED STATE AVIATION PROGRAM 


An appraisal of the experience of the States in 
aviation and the development of the federal air 
program leads one to several conclusions. First, it 
is of utmost importance that the States establish 
uniform air rules and regulations. This suggests 
that the States should adopt the federal air rules 
insofar as practicable. Forty-eight States with 
forty-eight conflicting air codes will greatly retard 
the development of aviation. Second, each State 
should create an official aviation agency, organ- 
ized along sound principles of administration. 
Third, each State should plan a long range pro- 
gram for the development of airports and airways. 
Our present airport system has reached its present 
stage of development without proper regard to any 
basic state or national pattern. For the most. part 
federal, state and municipal governments and 
private agencies have worked independently in the 
development of aeronautic facilities. Absence of a 
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single unified program, at least tentatively agreeq 
upon, has prevented the more orderly development 
of air transportation. A sound, long-range plan 
of airway development will help prevent the mis. 
takes made in the past by municipalities which, 
intent on bringing the world to their doors, haye 
enthusiastically built air facilities which haye 
proven impractical, or inadequate, and conse. 
quently a waste of funds. 

Fourth, the States should adopt legislation ep. 
abling their local governments to establish, oper- 
ate and maintain airports, protect airport ap. 
proaches against obstructions, insure proper 
regulation of airports, particularly with respect to 
their location. 

Fifth, the States should grant state aid for air- 
port construction and allow acceptance of federal 
aid. States should utilize state owned lands for a 
series of intermediate and emergency landing 
fields along present airway routes and highways. 

Sixth, the States should aid in the development 
of air travel and aeronautics generally. A program 
of aviation promotion must be developed carefully 
to prevent damage to competing forms of trans- 
portation. 


Arr COOPERATION FOR DEFENSE 


Seventh, it is imperative that the States coordi- 
nate their aviation facilities with those of federal 
defense agencies, in behalf of national security. 
The Federal Government has developed a long- 
range program calling for expenditure over a six- 
year period of $600,000,000 for 4,000 airports. 
The Army Defense Command, created to coordi- 
nate activities of anti-aircraft, pursuit ships and 
civilian warning services in combatting aerial at- 
tack, has established a priority list for construction 
of various airports for attack ships and bombing 
planes. States have an obligation today to make 
their aviation programs mesh with the federal 
air defense plans. This responsibility extends to 
the training of semi-skilled aviation workers des- 
perately needed now for all-out defense, and the 
speeding up of the production of planes, airplane 
motors and parts. 

Aviation strides ahead, and each forward surge 
of aeronautical science brings new problems of 
public concern. As thousands of planes come off 
the assembly lines, and as thousands of pilots un- 
dergo training, it is quite clear that our States 
should re-examine their aviation activities, re 
appraise their efforts, and develop a sound avia- 
tion program. 
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THE STATES IN NATIONAL DEFENSE 


New Council Committees 


In ANSWER to the need for special action on two im- 
portant defense problems, the Council of State Govern- 
ments has established a Committee on Production and 
a Committee on Health, Welfare and Related Activities. 

Governor Frank M. Dixon of Alabama is Chairman 
of the Committee on Production, which has as its 
members, Governor John W. Bricker of Ohio, Vice- 
Chairman; Harold C. Ostertag, Chairman of the New 
York Commission on Interstate Cooperation ; Lieutenant 
Governor Carl E. Friend of Kansas, Chairman of the 
Kansas Commission; Audley H. F. Shephen, Chairman 
of the New Jersey Defense Council; Clarence A. 
Jackson, Chairman of the Indiana Defense Council; 
and William B. Parker, Chairman of the California 
Commission on Interstate Cooperation. 

On July 30, this Committee met with representatives 
of the Office of Production Management to discuss 
matters relating to small business and defense priori- 
ties. As a result of the meeting, 41 States designated 
special representatives to attend a course of instruction 
in Washington, under the auspices of the Division of 
Priorities of OPM, for the purpose of acquiring detailed 
information on the operation of the priorities program. 

The Committee on Health, Welfare and Related Ac- 
tivities, whose members are: Governor Leverett Salton- 
stall of Massachusetts, Chairman; Governor Sam H. 
Jones of Louisiana, Vice-Chairman; Ashton Dovell, 
Speaker of the Virginia House of Representatives; 
Mrs. Bernice: T. Van der Vries, Chairman of the Illinois 
Commission on Intergovernmental Cooperation ; Colonel 
Louis A. Johnson, Vice-Chairman of the West Virginia 
Deferise Council; R. F. Weller, Executive Secretary of 
the Nebraska Defense Advisory Committee; and Ewing 
T. Kerr, Attorney-General of Wyoming and Chairman 
of the State Commission on Interstate Cooperation, met 
with Federal Coordinator Paul V. McNutt on August 
25. The meeting was held to determine how best the 
Committee might cooperate with the Office of Health, 
Welfare, Nutrition, Recreation and Related Defense 
Activities in formulating a plan for the carrying out of 
necessary social programs in the States. 


Tax Concessions to Service Men 


Many Srates have, in 1941, enacted measures provid- 
ing tax concessions to men in military service. Waivers 
of automobile license taxes or registration fees, exemp- 
tion of homesteads, and deferment of income or prop- 
erty tax payments are the most common provisions. 

At least five States—Arkansas, Maryland, Minnesota, 
Wyoming and North Dakota—made provisions for 
exempting motor vehicles of service men from regis- 


tration fees. Exemptions on operators’ licenses were 
enacted in Connecticut, Oklahoma and New York. New 
Hampshire, New York and Wisconsin were among 
States which enacted provisions for refunds to draftees 
on the unused portion of this year’s automobile licenses. 

Homestead exemption acts of Iowa, Michigan and 
Minnesota were amended this year to include clauses for 
men called into military service. The Michigan amend- 
ment applies to homesteads worth $2,000, but if the 
service man owns a total of $5,000 in taxable property, 
he is not eligible for the exemption. Iowa’s provision 
applies only if the homestead tax credit was given the 
year before. 

Deferred payment of income and property taxes has 
been granted in a number of States, among them Wash- 
ington, Maryland and New York. Maine, New Hamp- 
shire and Vermont exempt service men for the pay- 
ment of poll taxes. 


New Mexico Blackout 


Tue State Council of Defense for New Mexico re- 
cently sent to all local defense councils within the State 
notice of a projected state-wide blackout, to take place 
on September 12. Plans have been formulated for a 
system of volunteer auxiliary police and air-raid 
wardens, who will maintain order and enforce the pro- 
visions of the defense maneuver. 

Auxiliary police will assist air-raid wardens to in- 
sure the effectiveness of the blackout, and will guard 
special posts, prevent sabotage, and perform traffic 
duties. Wardens will instruct persons regarding their 
behavior during the blackout, prevent the formation 
of crowds in danger areas, etc. 

In order to elicit the full understanding and co- 
operation of the general public during the maneuver, 
the State Defense Council has provided for a series of 
special releases preceding the event, and has encour- 
aged local defense groups to provide speakers on the 
subject to address clubs in their communities. 


Gasoline Conservation Plan 


THE PENNSYLVANIA State Council of Defense, in co- 
operation with local councils throughout the State, 
recently instituted a 40-mile speed limit crusade in the 
interests of gasoline conservation. Stickers reading 
“Not Over 40 M.P.H.” will be distributed to car-owners 
pledging themselves not to exceed this limit. In his 
statement asking state-wide reduction of speeds as well 
as a reduction in “pleasure” driving, Governor James 
estimated that a 10 per cent gasoline saving could be 
effected at a 40-mile as compared to a 50-mile speed; 
a 30 per cent saving compared with a 60-mile speed. 


STATE GOVERNMENT «» 231 


| 


WASHINGTON NEWS NOTES 


Rent Control 


To comBar price rises and increases in the cost of living, 
a bill has been drafted at the suggestion of the Presi- 
dent that would authorize the federal government to 
establish ceilings for prices and rents. Such authority 
would not be invoked in a particular community in re- 
gard to rents until the situation had gotten out of 
hand. Specifically, the President would designate de- 
fense rental areas where ceilings would be imposed if 
rents had increased 10 per cent or more over the levels 
prevailing on September 1, 1940. Before the federal 
government would step in, the bill requires that a sixty 
day period be allowed for the state or local governments 
to correct matters through their own control measures. 
Houses where the rent per room per month was over 
$15 as of the September 1, 1940 base period would be 
exempted from the federal control provisions. 


Tax Bill 


AMONG POSSIBLE steps that could be taken to increase 
the yield of the new tax bill, Secretary of the Treasury 
Morgenthau has proposed that future issues of state 
and local bonds be made subject to the federal income 
tax. The bill, now before the Senate Finance Com- 
mittee, has been reduced by $323,000,000 through the 
action of the House in eliminating the mandatory joint 
return provision. Since the measure is short by this 
amount of reaching the desired goal of $3,300,000,000 
the Secretary takes the view that additional taxes will 
have to be added or existing rates increased. The goal 
is based on the portion of the cost of the defense pro- 
gram that it is believed should be paid for from tax 
collections. Other suggestions being considered by the 
Senate Committee for increasing the amount to be 
raised include higher levies on gasoline and tobacco. 


Veto Sustained 


IN SUSTAINING the President’s veto of the $320,000,000 
defense highway bill, Congress has brought to an end 
its initial efforts to pass legislation on the subject and 
will have to start all over again. The features of the 
bill to which the President objected were those appor- 
tioning the funds for work on the strategic network 
and providing for federal assistance in constructing 
off-street parking facilities in defense communities. In 
his original recommendations to Congress he asked 
that $25,000,000 be provided for improving weak links 
on the strategic highway system that comprises roads 
of military importance. Congress increased the amount 
to $125,000,000 and wrote in a provision apportioning 
the funds according to the formula in the existing 


federal aid act. Taking exception to this, the President 
stated in his veto message that critical deficiencies jp 
highways and bridges that may require prompt action 
in the interest of national defense cannot be reasonably 
related to the population of the States or other factors 
that enter into ordinary apportionment. 


Public Service Priorities 


To INSURE the flow of repair and maintenance parts to 
essential public services, OPM has developed a general 
or blanket priorities plan. Included in the list of activi- 
ties eligible for assistance under the plan are such 
essential public services as highway paving and main- 
tenance work, water supply and sewer systems, the 
operation of schools, public buildings and parks, and 
the operation of fire and police systems. Those granted 
the use of the plan will receive an A-10 rating which 
will operate in a blanket fashion to insure the con- 
tinued availability of necessary maintenance parts and 
materials. A supplier who has been served with a pref- 
erence rating order under this plan may in turn extend 
the rating to his suppliers when necessary. 


Tax-Exemption Test 


Tue Bureau of Internal Revenue has instituted another 
test case intended to prove in the courts its contention 
that the interest derived from: securities issued by 
public corporations is not exempt from the federal 
income tax. This time it has sent notices of deficiency 
to two bondholders of the Triborough Bridge Authority 
of New York who had not included interest from their 
bonds in their tax returns. The Bureau’s first step was 
taken on March 14 when it instituted similar proceed- 
ings against seven bondholders of the Port Authority 
of New York. While the immediate issue is confined 
to the bonds issued by public corporations, the Treasury 
has made it clear that it hopes that the courts will con- 
sider the broader aspects of the problem and determine 
whether, in addition, any state or local security should 
be tax exempt. 


Daylight-Saving Time 


Upon THE recommendation of the President, legisla- 
tion has been introduced in the House for the purpose 
of instituting day-light saving time throughout the 
country. Broad authority would be given the President 
to impose this time classification in communities where 
it is particularly necessary to conserve electricity in the 
interest of national defense. The bill also provides that 
any time changes put into effect shall become inopera- 
tive six months after the termination of the unlimited 
national emergency proclaimed on May 27, 1941. 
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TABLE I 
Advertising C SSI In the Stat 
sident Date Fiseal 
‘ies in State . Name of Agency Established Appropriation Period 
action 
onably ALABAMA. State Planning Commission 1939 $ 200,000 1939-43 
actors State Bureau of Publicity and Information. . . kk 10,000 1941 
ARIZONA Division of Publications and Travel 125,000 1941 
ARKANSAS : Agricultural and Industrial Commission................. 1939 55,600 1941-43 
Publicity Advisory Commission... . . . 1937 78,800 1941-43 
COLORADO Colorado Advertising and Publicity Committee. . . 1941 100,000 1941-—43 
CONNECTICUT Connecticut Development Commission........... . 1939 74,700 1941-42 
eneral FLORIDA . Bureau of Immigration ? 1925 75,000 (?) 
Florida Citrus Commission . 1935 750,000 (3) 1940 
such IDAHO Idaho Advertising Commission ~~ 1939 218,188 ; 1939-41 
main- ILLINOIS Illinois Development Council hy 1939 250,000 1939-41 
INDIANA Division of State 1939 50,000 1941-438 
3, the | IOWA Iowa Dairy Industry Commission 1939 94,418 1941 
,» and KANSAS Industrial Development Commission . 1939 140,000 1941-43 
anted KENTUCKY Division of Publicity 1936 40,000 1940-42 
; LOUISIANA Department of Commerce and Industry . 1936 100,000 1941-43 
which MAINE Maine Development Commission 540,000 1942-43 
con- MARYLAND Publicity Commission of Maryland 1939 42,000 1939-41 
d Tourist Development Bureau (*) ... 1036 20,000 1941 
$ and MASSACHUSETTS Development and Industrial Commission . 1937 75,560 1942 
pref- MICHIGAN Administrative Board (°) . 1929 (%) 250,000 1939-41 
xtend MINNESOTA Minnesota Tourist Bureau 1933 100,000 1941-43 
MISSISSIPPI Mississippi Board of Development 1940 50,000 1940-42 
MONTANA State Highway Commission (°) 1936 (8) 10,000 1941 
Montanans, Inc. 1931 20,000 1941-43 \ 
NEBRASKA Nebraska Advertising Commission (7) 1939 50,000 1939-41 
other NEW HAMPSHIRE State Planning and Development Commission 1935 121,103 1942 
ries NEW JERSEY New Jersey Council . 1937 90,000 7/1/41-6/30/42 
NEW MEXICO State Tourist Bureau . 1935 75,000 1941 
d by NEW YORK Division of Commerce 1941 256,523 5/41-7/42 
deral } Bureau of Milk Publicity 1934 300,000 1941 
iency NORTH CAROLINA North Carolina Advertising Division . 1937 200,000 1941-43 es 
Ms NORTH DAKOTA Greater North Dakota Association . 1925 50,000 1941 i 
ority OHIO Development and Publicity Commission 1939 29,550 - 1941-42 Sr 
OREGON Travel and Information Department 1935 100,000 1941 na 
wes PENNSYLVANIA Department of Commerce (°) 1939 812,000 1941-43 
ceed- RHODE ISLAND Industrial Commission 1939 17,150 7/1/41-6/30/42 ue 
ority Office of the Secretary of State (°) 1936 (8) 15,000 7/1/41-6/30/42 4 
fined SOUTH DAKOTA State Highway Commission 1939 (9) 110,000 1941-43 
isury Public Relations Bureau 1939 10,000 1941-43 
TENNESSEE Division of State Information 1937 150,000 1941-43 
mine UTAH State Department of Publicity and Industrial Development 1941 1,200,000 (2) 1941-43 
ould VERMONT Publicity Service . 1911 46,500 1942 
VIRGINIA Division of Publicity and Advertising 1927 140,000 1940-42 eee 
WASHINGTON Washington State Progress Commission 1937 332,500 1939-41 at ga 
Washington State Apple Commission . 1937 250,000 1941 
Washington State Dairy Products Commission 1939 61,996 7/1/40-6/30/41 
WEST VIRGINIA State Publicity Commission 1989 75,000 1941-42 
: WISCONSIN Recreational Publicity Division 1936 65,980 1939-41 tS 
isla- Department of Agriculture 1935 143,500 1941-43 
pose WYOMING Department of Commerce and Industry. 1927 55,000 1941-43 
> ’rivately financed agencies in italics. 
dent m organizations and associations of producers. 
here 2Continuous appropriation. 
3A pprorimately. 
| the ‘Part of Baitimore Association of Commerce. trae 
5Advertising not primary activity of department. Ne 
that ee Saint s time at which agency undertook promotional activities. ae 
‘Inactive at preser 
8Statute 1937 promotional agency repealed by 1939 session of Legislature. 
ited "Supersedes Pennsylvania Publicity Commission, established 1937. 
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